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Publishing in the Digital Age
Scott W. Pink*

I. INTRODUCTION

Thank you for your kind introduction and warm welcome. I am amazed at
the attendance here on a Saturday morning; it is a testament to the importance of
and interest in the subject of the Digital Commons and its impact on all manner
of businesses. I regret that I cannot stay for the entire conference, but I wanted to
present my thoughts about the publishing industry, and how it has coped with the
digital phenomenon. I will also address briefly some significant cases of the past
year and some thoughts about what the future might hold.

II. THE E-BOOK PHENOMENON
From 1995 to 2001, I was General Counsel to Prima Publishing, which is a
local publishing company that was based in Roseville. It was sold last year to
Random House. During my tenure there, I saw the full evolution of the Internet,
and how it impacted the publishing industry.
In 1995, the Internet was just beginning to emerge as a medium of
communication. Most publishers at that time took very little interest in the
Internet, figuring it was just a fad, and nobody would be interested in buying
books digitally. Now, five years later, the original skeptics are still probably right
about one thing: the electronic book still has not found widespread hold. How
many of you have an E-Book reader? The one or two raised hands indicate the
current penetration rate of the E-Book.
The E-Book emerged about three years ago. At Prima, we were approached
by several major companies, one of which was called Nuvo Media, which had a
very nifty E-Book reader. It was about the size of a book-and the idea was that
you could digitally download and store up to ten to fifteen novels on the reader.
The reader had various search and retrieve functions that allegedly made it more
attractive than a printed bound book.
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General Counsel and Secretary for Prima Communications, Inc., an international publishing company that was
sold last year to Random House. Scott served on the company's executive committee and was responsible for
the contractual and legal affairs of the company. Scott has served as chair of local, state and national intellectual
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The attraction for publishers was that it removed the middleman, the retailer,
the Borders and the Barnes and Nobles of the world. Historically, publishers
faced a challenge in that as a matter of industry practice, unsold books could be
returned at any time for full credit by the retailer. You were never quite sure if
you truly sold the book, because it could always come back at some point. This
made it a very difficult market to manage. The E-Book eliminated the risk of a
return because the consumer bought it directly.
In addition, when you sell to a retailer, you sell at a wholesale price, which is
a significant discount off the retail price. By contrast, an E-Book is designed to
sell directly to the consumer at a higher price. Publishers imagined greater profit
margins because they could simultaneously charge a higher price and reduce
their costs because they would not have to print and maintain an inventory of
books. Publishers would also have a better real time sense of how the book was
selling.
That was the theory. But there was a big problem: nobody wanted to buy
these gadgets and consumers were not ready for them. Very few E-Books were
sold-our informal survey here-in which two or three people out of one
hundred said they owned an E-Book reader-fairly approximates the acceptance
rate in the United States. The acceptance rate was probably lower abroad where
consumers tend to be less sophisticated in their use of technology.
There were several problems facing the E-Book developers. First, just like
the early computer, the price of the early E-Book readers was relatively high,
costing several hundred dollars. Getting a consumer to invest several hundred
dollars in an E-Book reader is a daunting challenge when that consumer can buy
fifteen or more books in printed form for the same price. Second, not all the
publishers were willing to grant electronic rights to their publications, primarily
out of fear of piracy. If you are an E-Book distributor, you face a tremendous
challenge convincing consumers to buy these units if you can only offer a
relatively small number of books in electronic form.
In sum, to date, the E-Book has yet to catch the fancy of the general public.
While there is still some interest in E-Books, most readers are still very
comfortable with printed books. Printed books still work quite well, and if
something is not broken, you should not fix it. Perhaps the next generation will
use E-Books more readily than our generation. At this point, I am yet to be
convinced that the E-Book is going to displace the printed version of books in the
near future.
Ill. OTHER EFFECTS OF THE DIGITAL AGE

A more serious threat to the publishing industry may be the availability of so
many other forms of entertainment and means of getting information. There are
concerns that our children are reading fewer books than the previous generations.
During the past decade, book industry sales have been basically flat or shown
very modest growth.
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This trend is due in part to the fact that you can now obtain information and
entertainment from a large variety of sources. The Internet has played a critical
role in making a vast treasure trove of information available to the general public.
Today, if you want to research a subject, you might refer to a search engine'
rather than buy a reference book on the subject.
In the face of this threat, publishers need to find other ways to capture the
reading public. That will require a means of delivering information in a costeffective manner to consumers over the Internet, particularly the younger
generation, and finding a way to charge for it. And, that is the crux of the
matter-can you charge for information over the Internet? At present, very few
online publishers have been successful in charging for content. But the trend has
been for publishers with significant branding, such as the Wal Street Journal, to
charge for access to certain aspects of their content. I see this trend continuing as
publishers try to find ways to fund their online operations.
IV. THE DIGITAL RIGHTS PHENOMENON: ARE PUBLISHERS
ADEQUATELY PROTECTED?

A. Legislative Developments: Foreignand Domestic
There have been several significant legislative developments in the past five
years that have helped strengthen the digital rights of publishers. The most
important development on the international front was the passage of the World
Intellectual Property Organization (WIPO) Copyright Treaty in 1996.2 This treaty
was designed to adapt copyright law to the digital age. It required signatory
parties to recognize the copyright-ability of computer programs, the exclusive
rights of copyright owners to communicate their works by wire or wireless
means, and the need to protect technological measures to prevent piracy and
rights management information
The WIPO Copyright Treaty was adopted by the United States in 19884 as
part of the Digital Millennium Copyright Act (DMCA).5 The DMCA made
several important changes to U.S. copyright law. One of the key rights created by
the DMCA was the right of copyright owners to prevent the trafficking in
programs that circumvent "technological measures" that are designed to prevent

1. See The Spider's Apprentice, How to Use Search Engines, at http://www.monash.com/spidap2.html
(last visited May 5, 2002) (copy on file with The TransnationalLawyer) (answering frequently asked questions
about search engines). A search engine scans the Internet to find matches to the user's keywords. Types of
search engines include Alta VistaM, Google TM , LycosM, and Yahoo!T. See id.
2. WIPO Copyright Treaty, Dec. 20, 1996, WIPO Doc. CRNR/DC/94, 36 I.L.M. 65 (1997).
3. See id.

4. See generally H.R. Conf. Rep. No. 105-796 (1998), reprinted in 144 Cong. Rec. H10048 (daily ed.
Oct. 8, 1998).
5. See Digital Millennium Copyright Act, Pub. L. No. 105-304, 112 Stat. 2860 (codified in 17 U.S.C.
§§512, 1201-1205, 1301-1332,4001) (1998) [hereinafter DMCA].
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unauthorized copying of their works 6 These new rights will play an important
role as content owners attempt to police the unauthorized distribution of their
work.
B. U.S. Case Law
1. Universal City Studios v. Corley
An important victory for the content owners was the decision in Universal
City Studios v. Corley. This case involves a program called DeCSS, which
enables one to circumvent the encryption protections on DVD players. DVD
players are equipped with an anti-piracy device known as the Content Scramble
System or CSS.' A legitimate DVD would have the proper key to unlock the CSS
and allow the DVD to be played. 9 DeCSS basically unlocked the CSS protection
system so that you can play a pirated DVD on a DVD player.'
The Corley case involved an online publisher who had published the DeCSS
program as part of an article he had written on hacking." The lower court found
that the distribution of the code by this author violated the DMCA's prohibition
2
on trafficking in programs designed to circumvent anti-piracy measures. On
appeal, he argued that the DMCA violated his First Amendment rights of free
speech. 3 He claimed that he had a First Amendment right to publish the code,
because it was protected speech, and he was not directly involved in any
copyright infringement himself.14
The Second Circuit recognized that computer programs can be protected
speech, but that in this particular instance, the program was primarily
functional.' 5 As such, the DMCA's regulation of this functional speech was
content neutral.16 Due to the fact that the DMCA did not purport to regulate the
content of protected expression, it was not subject to strict scrutiny, but to a
lower level of scrutiny.'7 Under that lower level of scrutiny, it was easy for the
court to find that the interests of the government in protecting copyright
8
infringement justified the prohibition on distributing the DeCSS code.'

6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

See id. §§ 1201-1205.
273 F.3d 429 (2d Cir. 2001).
Id. at 435-36.
Id.
Id.
Id. at 439.
Id. at 441-42.
Id. at 436.
Id.
Id. at 448.
Id. at 454.
Id.
Id. at 455.
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Corley is a very important decision for those who want to protect the
integrity of anti-copying measures. The successful exploitation of online rights to
books will depend on two factors: (1) developing effective technological means
to control the unauthorized distribution of content; and (2) developing a model to
attract legitimate purchases of the content. The DMCA plays an important role in
facilitating the first of these two factors.
2. DVD Copy ControlAssociation v. Bunner
A different decision was reached in a California case involving the posting of
the DeCSS code on the Internet: DVD Copy ControlAssociation v. Bunner.'9 The
DVD Copy Control Association brought this case, alleging that the distribution
of the DeCSS code violated trade secret laws because it was derived from code
that was protected as a trade secret. 2° The lower court agreed that a trade secret
violation had occurred, but the Court of Appeals held that the DeCSS was
protected speech and the defendant's First Amendment rights in that speech
outweighed the trade secret rights. 2' The preliminary injunction was overturned
as an impermissible prior restraint,22 but review has been granted by the
California Supreme Court, and the decision of the Court of Appeals has been
superseded."
3. New York Times Co. v. Tasini
In another significant recent decision, publishers did not fare as well. One of
the most important decisions last year was the Supreme Court's decision in New
York Times Company v. Tasini.24 In this case, several prominent newspapers and
magazines had licensed electronic rights to their publications to Lexis/Nexis for
use in an electronic database2 5 The problem was that the authors had not granted
the electronic rights to the publishers. 26 The publishers argued, however, that they
had a privilege to reproduce the work in electronic form under Section 201(c) of
the Copyright Act. 27

19. 93 Cal. App. 4th 648, 113 Cal. Rptr. 2d 338 (2001), review granted and opinion superceded by 41
P.3d 2, 117 Cal. Rptr. 2d 167 (2002).
20. 93 Cal. App. 4th at 651.
21. IL at 661.
22. Id. at 665.
23. See supranote 19.
24. 533 U.S. 483 (2001).
25. Id. at 489.
26. Id.
27. Id. at 488-89.
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Section 201(c) states that if you are the owner of a copyright in a collective
work, you have a right to publish any revision of that collective work.28 The
publishers claimed that the electronic databases were revisions of the collective
work, i.e. the newspapers and magazines. 29 In a split decision, the Supreme Court
held that the word "revision" did not cover the use in question. 0 The problem, the
Court noted, was that the electronic databases presented the articles standing
alone, and not as part of the original newspaper or magazine. 3 ' In other words, the
database exploited the value of the independent articles, the copyright to which
was owned by the authors, not the publishers.32
This decision presents a significant problem for publishers that have a large
library of older works in which they do not have electronic rights. Publishers will
have to get separate releases for each of those works if they wish to publish them
in electronic form.
4. Random House v. Rosetta Books
Another important case was Random House v. Rosetta Books.33 Random
House had published a number of books by famous authors, William Styron,
Kurt Vonnegut, and Robert Parker, to name a few. 34 A couple of years ago, these
authors licensed E-Book rights in their famous novels to a company called
Rosetta Books. 35 Random House brought a lawsuit against Rosetta Books,
arguing that Random House owned the electronic book rights under its original
publishing agreements with the authors.36 The case turned on the definition of the
phrase "book form." Random House argued that the word "book" should be
interpreted to cover each new medium in which a book is published: it should
apply equally to the stone tablet, parchment, printed paper, and now to the
electronic medium.37
The Court rejected this argument, holding that the term "book form" did not
extend to electronic books. 8 First, the Court noted that under the publishing
agreements, the authors had reserved all rights that were not expressly granted.3 9
This meant that the words "book form" were intended to be narrowly interpreted.
Second, the Court noted that as a matter of industry practice, the term "book"

28.

17 U.S.C. § 201(c) (2002).

29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.

Tasini, 533 U.S. at 489.
Id. at 488.
Id.
Id. at 498.
150 F. Supp. 2d 613 (S.D.N.Y. 2001).
Id. at 614.
Id.
Id.
Id. at 620.
Id.
Id.
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meant a printed bound book. 40 Third, the publishing agreement had other
language which supported a limited interpretation of the phrase "book form.'
Specifically, the agreement had separate license grants for special editions,
Braille editions and other formats. 42 Thus, if the phrase "book form" was intended
43
to be all encompassing, then this other language would have been superfluous.
These cases show two trends: (1) courts and legislators will continue to look
for ways to protect the sanctity of copyright in the digital context and (2) unless
rights have been expressly transferred, courts will favor the original copyright
owner over the second comer that wishes to exploit copyrighted works in the
digital medium. It will continue to be important for publishers to structure their
contracts to make sure they have full and complete electronic rights to their
works.
V. CONCLUSION

In looking back over the past five years, I can say that while the digital
phenomenon has clearly altered publishing, the old fashioned brick and mortar
approach remains the dominant means of distribution. Traditional printed book
publishing will remain the primary focus of publishers in the interim, but it
would be a mistake to ignore the emergence of digital forms of distribution. Once
the price becomes more affordable and the formats more accessible, digital
publishing will begin to emerge as a major economic and social force. Thank you
for your time and attention.

40.
41.
42.
43.

Id.
Id.
Id.
Id.

